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PREFACE

The current budget crisis has abruptly ended the growth in defense
spending. The military services now face the possibility of major
reductions in funding. To meet the requirements of the 1985 Gramm-
Rudman Act, the armed services may be forced to cut severely a rela-
tively small number of procurement and research and development

accounts. Some large and important programs will have to be ter-
minated to make these cuts.

Although the Air Force has terminated marginal programs from time
to time, it has not been forced to use the termination of major pro-
grams as a way to reduce its budget. Consequently, the Air Force plan-

ning and budgeting processes are not designed to produce termination
decisions.

In early 1983, the Air Force Director of' Plans asked Rand to investi
gate the problems f termination in the Air Force. He %%anted to know

specifically why the Air Force has difficulty terminating activities and
what it might do to increase its ability to terminate.

This report presents the Rand research findings (n the present
obstacles to the Air Fo rce's use tof terminatitn. The rep irt neither
ac.vocdic. terminatin t r its own sake nor argues f)r its use in a par
ticular case. Rather, it sugsts how. it the Air Force leadership con-
eludes that termination is necessary the Air Force can surmount the
obstacles.'

The stud v was cMIduct ed as a dir-ct assis/ince eftrt for thbe Air
Force tinder the Project AIR FOR('E Resturie Nlaniah nient Pr gram.

'A coimparrmn Ni-e anai] e, the Methi,d, i oilish pr' it- -e-tr firni. that sqve ter

minated major pruiduct Iie, ru . : T- , ,Se , , -h-, ' / . , -,H TJiP :,tli. and Li ,ti ,.
hi h, .,-,',,, Bu r-F -.. h, Susan .I t htilli N 211k, AF. trh,ii rig

NTIS CRA&I
DfIC TAB Q1
U; announced Q
Justification

By _-

Dit ;biutiori

-vailati!-ty Cotdes
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SUMMARY

This report analyzes the obstacles to the Air Force's use of
termination as a management option and suggests how the Air
Force might surmount these obstacles. The analysis is based on a
review of I1) the literature on the harriers that private-sector firms and

government agencies face in trying to terminate major activities: (2)
the Air Force's corporate planning and resource-allocation process
(including interviews with senior officers who had been involved in
past efforts to terminate major activities): and 13) the experience of
large private firms that had terminated or divested major activities.

Common themes in the private-sector case studies provide insights
into he reasons for the Air Force's difficulty in terminating activities
and suggest steps that it might take if it deems termination advisable.

The internal obstacles to termination in the Air Force resem-
ble those encountered by virtually all large organizations. In
the Air Force, these obstacles include the severe constraints imposed
by past budgetary commitments the absence of compelling criteria for
program termination: the incrementalism fostered by the programming
and resource-allocation process: the deference to experts and estab-
lished activities: the reliance on adocacy by the major commands: and.

finally, individual officers' career incentives.
In addition to these almost universal internal obstacles, the

Air Force faces some unique external ones that are probably
even more formidable. Specifically, all decisions on the fund-
ing and conduct of programs require the approval of the Office
of the Secretary of Defense (OSD) and ultimately of the
President and Congress. The Air Force may neither establish nor
terminate large programs solely at its own discretion.

The lack of ultimate authrity means that the Air Force must per
suade authoritative outsiders (particularly OSD, the White Houwe, and

Congress) that a termination is warranted. It must also maintain pub-
lic support for the Air Force's mission and confidence in current
management. Finally, it should coordinate termination actions with
the other services when their procurement and operational activities
are interdependent with hose of the Air Force.

Although the report paints a discouraging picture of the risks and
costs to the Air Force (or a i, othpr organization) (if terminating an
activity, the difficulty of termination does not constitute , dcfi:itiye
argument against it. The imperative that led to the stud. in the first
place remains: Because of the increasing imbalance between



commitments and resources, the Air Force may be forced to ter-
minate some activities.

Moreover, vital new needs or irresistible new opportunities
may encourage the Air Force to rethink its priorities and ter-
minate old activities to make way for new ones. Finally, the
Air Force may conclude that initiating its own terminations
may be the only way to keep control over basic decisions about
its missions and character.

If and when the Air Force leadership concludes that the termination
of a major activity is a promising or necessary management option, the
report suggests that it he guided by the following considerations:

1. Major terminations should result from decisions about
what the Air Force most needs to do, not from decisions
on what should be cut.

If budgetarv or other imperatives compel the Air Force to consider
termination, more is required than a simple hunt lor poor perfo.rmers.
Whether an activity deserves to le continued or terminated depends on
its contribution to Air Force strategies and missions, not on its perfor-
mance relative to initial expectations, the advice of military specialists,
and tradition.

2. Termination involves a delicate and complicated inter-
nal political process; it takes time to work out.

The top leadership should begin the process of corporate strategy
building and priority setting as soon as it sees that future Air Force

resources will not cover c,,mmitments. The process requires strong and
attentive leadership from the Chief of Staff and the Secretary. They
must lead the search for a new strategy. build consensus among the
senior Air Staff and m.jor command leadership, and overcome recalci-
trant opposition. Only a powerful Chief is likely to succeed. He
should begin terminations early in his term as ('hief.

3. The program objectives memorandum (POM) and other
routine Air Force management processes can implement
terminations, but they cannot initiate them.

Without the decisive intervention of top Air Force management, the
POM and other routine processes will adjust to resource constraints
throtugh across-the -hard cuts that will deplete all progrms. The

POM and similar processes are excellent for staff work, but staff work
catnot produce major changes in st rateg or priorities.



4. When circumstances demand termination, the external
obstacles may prove less formidable.

Congress, the White House, and OSD are likely to he fully aware of
any major discrepancies hetween the Air Force's commitments and its
resources. They may call for terminations or try to impose them on
the Air Force. If so, they will no longer constitute obstacles to termi-
nation. But they will threaten the Air Force's ability to use termina-
tion as a calculated part of its own strategy.

5. To retain control of the termination process, the Air
Force must present terminations as integral parts of
new strategies, not as goods in themselves.

Terminations will lead to criticism from Congress and the public
unless they are presented as means to higher ends, e.g., the implemen-
tation of new strategies or the maintenance of existing capabilities with
a newly configured, leaner force.
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1. INTRODUCTION

With the enm inienit of the rain Rud mani Act in late 1.985. the
entire federal govertimetit entered a period osharp fiscal ret rench-
ment. Required cuts in dottest ic spending may he so large that thev
can he made only through the elimination o1 major federal programs.
The burdeni of spending reductions threatens to fall heavily' on def'ense.
part icu lark% on procu renment itt research anid developntent (R&DI) Ipro-
gramns that are dlefined as disc ret ioary . L ike the dotnest ic side of the
governmtent. the Department of' Iefen~e maY be unable to make the
necessa rx red uctioits withbout eli mi nat inig majoir program,,. Sinoce the
Air Force now spends about one-third of' the defense budget, it is
unl ikelv to escape the pressure for program terminat ioin.

The research fur this report was done before the deficit rediuct ion
process was established, but at a time wkhen the need for sucb measures
wAas beconming apparent. In early 1982., the Air Force D~irector iif' Plans
asked Rand iii investigate the protbletmts of terminat iotn in the Air
Force. He kitew that terminat ion can serve important purposes. It can
release p rev~itislv comitmit ted resources, to support nmoire uirgetnt new
starts. It can enable the Air Force to abisorbt budget cuts without mnak-
ing across-the-board redutions that cripple all programs,. It can sim-
plify the programn structure so that mtanagers can focus tbeir attention
otore pridiictiveiv. And it cant signal a change of Strategy to intertial
and external audienice,.

Tbe D)i rectoir of Plans kniew also th at the Air F ,rce bad seldomi been
able itl dec ide ill terminte m tajo Ir prog8ramits. Hie %%atted to knoi w s)e -

cificallv why this was, the case aitd what the Air Force mighi do to

increase its aftilitv to teritinate. Like miost tiicessfil aitd clomplex
olrganizatioins, the Air Force htesitaties ii) cid~~er termiinat ion a pri-
otary mainagemnent option. Organizat 1its avoid termoinat ion because it
reqiires pa infiul internal dleci siions anid i itolve, real ext ern al risks.
Sonme olrganizaitions olvei-ilite thbese iitacles. fiiitever, atid us~e icriti -

nation as a highly ef'fectiye mianagemienit tectiqiie.
Tbhis repo rt p resenitis oiiir rcsear , f intdtitngs allout t he liarrie rs toi the

Air Force's use iof terminautioint as a muanagemniet loltion. VWe nteit her
advocate termtinatioin for its omwi sake nolr argiie fur it., lise, it, a part au-
lar c-ase. Rather, wNe pint loii the oiioules ill teriniatio1n1 and trY to
indicate how, if the Air Force leadershitp -onicliudes that termiinat ion is
necessary. it uranl suirmnilt these luStm tlcs
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Pursuing a three-part research strategv, we first reviewed the exten-
sive literature on the barriers that private-sector firms and government
agencies face in trying to terminate important activities. The review
provided a framework of ideas that would guide our analysis of the Air
Force.

Second, we studied the Air Force's corporate planning and resource-
allocation process and interviewed senior officers who had been
involved in past efforts to terminate important activities. We inter-
viewed over 100 officers, ranging in rank from captain to lieutenant
general, in the Air Staff and in the major commands (Tactical Air
[TAC1, Strategic Air [SAC], Systems IAFSCJ, and Logistics ]AFLCI).
The interviews helped us to identify the barriers to termination that
are specific to the Air Force.

Third, we reviewed the experience of large private firms that had
terminated or divested activities that had once been the main source of'
their income and corporate identity. This review helped us to develop
specific ideas about how the obstacles to termination can be overcome.

In Sec. 11 of this report, we present conclusions drawn front our
review of the literature on the obstacles to termination and the experi-
ence of private-sector firms in terminating activities. Section I1I iden-
tifies the obstacles implicit in the Air Force's mission and internal
organization and those created by its relationship to the D~epartment of'
Defense and Congress. The final section discusses the considerations
that should guide the Air Force leadership when it concludes that the
termination of a major activity is a promising or necessary manage-
ment option.



11. LESSONS FROM THE LITERATURE
ON TERMINATION

We assessed tile considerable bierature in ternminatjion in the public
and prioate sector, tor it.. reles an- to the Air Force. The public-
sector l ite ratutre fi cuse, largel oI ithe t eriInation ot lo cal soial s er
%ices and public tacilit i"'. 'inlo a tevo sw'irtes deal direct k with the can-
cellation'nt maor defense progranms (or the iliising of riilitar% bases
The p ri Sate sector literatutre inc utie' nunme rous buIL1S i(o~ essse
.tutdies describing hle ricesses of prioate secto'r Cit rus in t ermi nat ing
orT divesting nmajor busifless act isit ie-

OBSTACLES TO TERMINATION

The literature resiew enabled us to formuilaie the tiillowing five
pr' pisitin, Abio ut the- ibstacles that must organizat iins muist suir-
moutin bet' re the% can terminate ant activity. We state these priipoii
tiins t1 uiniversal terms, as if they applied equallY to all types 'if

irganriiatiins public and private, '-fense and domestic. We did nut
test their universal applicability; y do. however, pass the test ift

plausibilitv and liigical consistency with the literature that we reviewed.
NMireiver. a, the discussion in Sec. III will demonstrate, they help to
explain the difficulty that the Air Force faces in initiating termina-

in,

1. The criteria on which ti biase the decisiiin ti terminate are
ditficult ii' deeliip anil applY

Terminatiiin represent, at change i idireit 'ti tile abantidonimient ofi
a fiethod ifr atisit t hit o'nit' filleid ai need detiniei h% ' rgatut/atiiinal
giials FXieit "beli lntiitiatel i)% arii absolute pierforitatnce lailure, the
decision to terminate hi!te ileiiiiei troit tle arne Jirentse, that
led ti the atsX initiatioi Thus~ exi jit "sheni settior management
.sees an imnpiort ant ne% nieeid ir e xp Ii it[%v chan tges coirpoirat e go alIs. it has
triubile finditng criteria ot "hiih Ti t ase a decisioin ti' terminate As
the experience 'It pri s-ae ftrms illkiist rat es. stich diec is io ns usuallyo
invoilve internal orgattizat iontal .truggle and iair uiniertaint ies bir uu'or-
porate leaders.
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2. Organizational incentives discourage the free flow of' informa-
tion needed for the decision to terminate.

Leaders of small staff or line units and midlevel staff members have
little incentive to give management all the performance informatiol it
needs for confident decisionmaking. Mimlddle managers know that such
information enables their superiors to make decisions that middle
managers would prefer to make themselves. It also puts at risk the
resources that middle managers command, as top managers act on
broader ol, tives than middle managers and will move resources from
one activity to another in pursuit of those objectives.

Top managers can create countervailing incentives by setting quotas
for termination by each subunit or establishing bounties for informa-
tion leading to termination. But Jhese strategies are difficult to
engineer and frequently ;;,npopular with middle managers. Most top
managers ultimately settle for less information than they would like to
have.

:3. Personal commitments and career interests create resistance
to termination.

Employees at all levels naturally believe that their own continued
employment and chances for promotion are tied to the success of the
project on which they work. The best people enjoy their work and
form strong loyalties to their project. Specialized workers may fear
that they will no longer be needed if their activity is terminated.
Nonspecialized workers may fear that termination will lead to reduc-
tion in the work force.

Ambitious employees know that their chance to come to the atten-
tion of people who may promote them depends on the perceived impor-
tance of the project on which they are working. Any suggestion that
an activity is of such low priority that it should be terminated is seen
as threatening. No one wants to associate with a problem activity.
Finally the high-level managers who initiated or established a project
fear the effect that its acknowledged failure might have on their repu-
tations.

4. Organizational politics strengthens the resistance to termina-
tion.

The supporters of an existing activity-those who initiate it and
hope to get credit for its success, those who are supposed to benefit
from it (i.e., clients and constituents), and those who manage ard con-
duct it-constitute a potent political force within the organization.



They have a strong incentive to organize against termination. theN
know one another and prohahk work well loge'her, and theyN will in
most cases succeed in forestalling termiunation

Those whi stand to benefit trom a term inati,.a are niuch more
diverse and difficult to organize Virtuall, e'.eryone . l the organizatin
may hope that some of the res*urcve treed h% the termination of an
activity will come to them. but the expec-ted value o anvone', gain is

low. The diffuseness of benefits usuallx means that no -ne has the
incentive to campaign strongly in tavor of a particular termination.
Other things equal, the opponents of a termination constitute a far
more potent political force than the proponents.

5. Top managers must pay high personal costs in time and stress
to achieve termination.

The real and psychological costs of termination deter its use, Over-
coming opposition to termination requires top managers to build inter-
nal consensus and to use due process in making decisions.

The theoretical essays and case reports that we read all stressed the
idea that anything hard to start is hard to slop. In large government
organizations and multidivisional firms. various management echelons
and functional specialists carefully review all decisions to initiate new
activities. Termination requires the undoing of all those approvals.
This requirement greatly increases the number of people who must ie
convinced and gives supporters of the threatened activity opportunities
for advocacy. The larger the business or government agency, the
higher the transaction cost of termination.

Some decisions hurt valued employees and strain personal relation-
ships. Managers who expect to be in their jobs for a long time may
think the benefits are worth the price, but those who expect to be in
another job when the benefits of termination are realized will not. Top

managers are even less likely to suggest termination if they are per
sonallv identified with the activity or if terminatiIn might reflect
adversely on their own performance.

SUCCESSFUL PRIVATE-SECTOR TERMINATIONS

Despite the obstacles, large business firms sometimes succeed in ter
minating important activities. To learn how private organizatins
bearing at least s-ine resemblance to the Air Force were able to over-
come the obstacles to termination, we examined case studies of large,
complex firms that had divested product lines that had once been the

core of their business. We obtained these case studies from the
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Harvard. Stanlird, andi D artmo'uth hssnes schis and triini text-
hi'' ks Of si'mie 70 t erniinat ion casey t hat fit (linr general criteria, on I.
he 12 Thov n in the table provsided emnigh infi irniat in abumt the ter-

tinat iifl pri its, ti be used.'

Table

CASE~ sTVDIES OF rFRMlNA'Il'NS I "ED IN I HIS RFI'OWV

Corporation and Business iir Produoct Purposie and 'ir
Date of Actio n Terminated Result

Amercant MIots lit-p Hudson and Nash To enter small car market
10.54 1l,46 niedit car jities.

plants., BANCO! In,

Bise Cascade Corp Internations, operations. To reduce debt. lost $20i.0
19711 1.6I1 real!t . urban des li p in selling assets. but
197:1 men! huoineso finalls reciserd

Cap Bakeries. In(
0  

Talaentez Mexican t lo reduce financial drain.
1966 197 1 siilisidiar, had shirt term loss

(hr- ler Corp I nternational operations To enable inv est men! in
1970-1978 ness car line

Curti., Publishing Coi. Bantam Books, Griisset To) avoid bankruptc. di
1961-19701 & Dunlap, Inc.. printing vested iiverhead businesses

and paper businesses
Firestone Tire and Swnias Prattelnt plant To reduce costs by cloaing
Rubber Cs. operations plant; paid employees
19713- 197!) Fr6.5M in settlements

General Mills. Inc. Feed and flour milling To atreamline; entered
1961-1977 businesses; post-WWII consumer products

acquisitions market competitively

General Motors Corp. Several large car lines To remain competitive wsith
19710-19718 foreign competition

McCord Corp. Automotive radiators To end long-term drain,
1960119671 bad $2.4M abort-term Ioss

Pillsburyv Corp Souverain Cgllars; To compete in growsing
1972-1977- Pillsburyv Farms; others consumer food market

Whittaker Corp. S5 diverse businesses To reduce core to improve
1964-1972 cobesiseness and operations

Xercix Ciirp Xeroin Data Systems To increase cobesiveness
1965-1978 of firm; loat S84M in 1975

aCap is the pseuidonym of a miiltimillion dollar producer of baked goods.

These cases are analyzed in Susan .1. llidilly. Tuclic Case Sbtuisof Terrminatiino
and Divestitures h-N Business Firms, N 2:339-AF. fiirthcoming.
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O()hv uslN. these firtns and the Air Force face somrewhat diffe rent
problems,. Prrftitabilitv and market share data provide sharp criteria
for judging the performance of businesses. The intangibles oI detense
strateg offer a c, nsiderablx less definiti e basis for asses- g Air Fo)rce
activities. Mroreover. few external iirces can force a. firm to make a
particular decision, whereas manv utsiders can impose decisons (11
the Air Force.

Nevertheless, common themes in the pric;re-,ector case studies both

provide insights into the reasons for the Air Force's difficultyv in
terminating activities and -,uggest steps thit it might take to achieve
terminations if it deems such actions advisable or necessary. The fol-
lowing five propos ions summarize the lessons of the case studies:

1. The decisi, n to terminate or to divest an actit c is ut lla
undertaiken in the context of a change in ro-raIl corporate
strateg. The recognition f tihe need rr a chainge irr st ratecgx

begins the decisionmaking process that leads to rerroination.
2. The decision ti terminate ,n impirtant aci'I (';in seld"Irrn be

made directly on the merit, (or deinerirsi it tire ictit\ in
question. A termination decisio n - illmrost a .l , tar ft a
group of decisiins that iiclueloe on important new start iir a
major refocuing o eflor.

3. The chief executive officer. hr stileiotie close ti him, play, a
crucial role in the strategy, decelittlen and termination pr
cess.

4. The key steps in the decision ti terminate in activity include

" Obtaining new intormaitiin lh ieyind that usually used f.,r
budgetary decisionsi about the firm's performance and
market

" Initiating a special activity to produce inrnation ioitside
the routine corporate planning and budgeting pricessesi

" Extending the top management's control ot pohc.
" Increasing efforts to develop and maintain goal ronsensus

within the firm.

5. The termination often involves near-term losses iir cists that

must be absorbed in order to obtain the ltg-terro ienet it,.



III. OBSTACLES TO TERMINATION
IN THE AIR FORCE

This section identifies the obstacles that the Air Force must sur-

mount if it is to terminate a program. Using the framework of obsta-
cles set forth in Sec. 1I. we analyze how the Air Force decides which
programs it will undeitake and how it will fund them. We distinguish
between the internal barriers arising from the organization and mis-
sions of the Air Force and the external barriers resulting from the

status of the Air Force as a component of the Department of Defe, ;e.
Because the Air Force is a governmental organization, it is tightly

controlled by outside executive and legislative authorities. External
obstacles therefore limit autonomous Air Force action. But because
the Air Force can change only the internal obstacles, we address them
first.

INTERNAL OBSTACLES

The internal obstacles to termination in the Air Force resemble
those encountered by virtually all large organizations. In the Air Force
these obstacles include the constraints imposed by past budgetary com-
mitments; the absence of compelling criteria for program termination;
the incrementalism fostered by the programming and resource-
allocation process; the deference to experts and established activities,
the reliance on advocacy: and, finally, individual officers' career incen-
tives.

Past Commitments

Past commitments severely constrain Air Force decisions on pro-

grams and budgets. In a given year. a major portion of the Air Force
budget will go for enlisted pay and benefits rent; fuel; maintenance of
buildings, runways, and equipment: spare parts for operational equip-

ment: and the completion of multiyear purchases. Marginal adjust-
ments may be made in some of these categories. but all have minimum
feasible expenditure levels and claim a major share of available funds.

An examination of some broad budget categories suggests the
strength of these constraints. In FY 1986. the Air Force's total obliga-
tional authority (TOA) was $100.3 billion (before (;ramm Rudman

mm I • I I II: II I | I I



reductions).' Appropriatins total $20 6 hillm for inilitary pay and
benefits, $22.9 billion for operation and maintenance, and $0i.9 hill,on
for housing.- Some $40.1 billion are a.ailable for the purchase of air-
craft, missiles, and other equipment. ,ver one-third of which is com-
mitted to a few large systems, the production schedules of which had
already been established under close public and congressional scrutiny.

Additional amounts are committed t, smaller systems considered
indispensable to the effectiveness of existing or near-future forces.
Even in apparenty flexible areas like research and development, most
of the budget of over $13.8 billion is committed to the maintenance of
crucial facilities and equipment. Staff officers responsible 'or the Sys-
tems Comman's budget estimated its fixed "door opening" costs to be
more than 50 percent of the R&D budget.

Although the Air Force funds nearly 700 separate programs, most of
its money goes to a small number of large, well-entrenched activities
that underwrite basic Air Force strategy. The abrupt termination of
any of these "big ticket" items would profoundly affect USAF force
structure capabilities.

Many smaller program, support these indispensable activitis. Even
the termination of small programs, however, would require extensive
analysis and crnsultation and entail significant disruption. In light of
the relativelv smiall amount of funds involved, the complexitv of the
termination process is a major obstacle It the termin ation it small pro -
grams.

Absence of Clear Criteria for Program Support
or Termination

The lack of compelling criteria create. a second important barrier to
termination for the Air Force. The essential mission of a military ser-
vice in peacetime is to prepare for contingencies that cannot be well
understood in advance. National political objectives-of both the
United States and its potential adversaries-are subject to change, as
are nations' technological capacities and military tactics. This funda-
mental uncertainty complicates the establishment of criteria for a given
activity, let alone the entire force structure.

Thus, the need to deter and prepare for events that , o of overriding
importance but are unlikely to happen, for example, a Soviet attack oit

our European allies or the U.S. homeland, drives the program and

The TOA is the authrtt to make commitments to spend om,ne- in thI iirre-i. 'r

future years. t differs from ,,utims. which arie th atit l exptndilurvs itiad. iit ia gt,

'ear.
:USAF C'omptr(Aller's Office. ACBMP. Aprl 16;, 1994;



budget The t.S experience since 197( illustrates the essential
unpredictability of the uses ot military force. In crises requiring mili-
tarN action eg. the \ietnani war, the efforts to rescue the Pueblo

crew and the Iranian hostages. the Grenada operation, and the peace-
keeping missin in lehanon equipment and tactics developed for
other purposes had ti be adapted to the circumstances.

I nfer the circulmstances, Air Force leaders are understandably
reluctant ti* co nsider an% capability unnecessary. Prudence reAuires
the Air Forie ti maintain as many options as possible, and thus it
encourages the nitiatioin of new activities and the maintenance of old

nes and disourages terminatloin.
The dfiutilt v ot establishing i simple criterion for the termination

ot Air Frce programs can be illustrated by considering two weapon
procurement programs. Ihe first has met all of its performance goals
and is producing weapons at or below the originally estimated unit

ost; the second has consistently been behind schedule and over cost.
and is only marginally effective. Although the first program could jus-
tifiably be called a success and the .eiond a failure, the Air Force
might be better served by terminating the first and continuing the
second.

If, for example, the first program produces a weapon for which an
even better alternative exists or which has becine obsolestent owing to
changes in threat or tactics, it should be terminated regardless ot

whether it is meeting co st and perbirnante goals, It tie second pro-

gram represents the best iir onl availaile Aa\ if perfiirming a vital

mission, it should be c-ntinued regardless if cst and erfiirmance.

Incrementalism

Bv design, the programmig and resiirce-alhocat ion processes relv
heatdlv. in the %iews ani expertise if mission commanders and func-
timial specialists. (uiidamie froi the Office of the Secretary of

)efense ()SIfi and the thict if Staff atid Staff if the Air Force sets
general biiundaries. but the ast majority if decisions about program

cintent ind funds are re,olsed through staff work and internal nego-
iat i

The Air Force makes its annual request for funds to the Secretary of
IDetense it a iprgram objectiyes memorandum (),N. It calls it.,
current process the open PONI." meaning that the deliberatior.s and
ultitiate griiunds fur decisions are visible ti all interested parties. The
must important interested parties are the major commands
iMA.('(oMsi. Their program proposals are the starting point for all
subsequent deliberations; their representatives may participate in all



POM-related meetings of the panels, Program Review Committee. Air
Staff Board, and Air Force Council. The opinions and appeals of the
MAJCOM commanders are solicited and taken seriously by the Air
Force Council.

Open bargaining processes, such as the POM, usually produce con-
servative decisions. They seldom achieve major changes in strategy or
fundamental realignments of power among the participants. They pro-
tect and sustain existing activities rather than create new ones; critics
of existing activities have little influence.

The Air Force resource-allocation process works incrementally
because both the size of previous spending commitments and the
entrenched interests of MAJCOMs and key Air Staff units make sud-
den revolutionary changes impossible. Wildavsky's description of
OMB's budgetmaking as a process of muddling through applies equally
well to the Air Force.)' But muddling through does not mean that the
Air Force budget is made without an enormous amount of analysis.

The POM and all of its programs are scrutinized in great detail over
and over again by the Air Force, and again by OSD. The process
works incrementally as it trades off among legitimate and important
demands. Because the Air Force has several indispensable missions, it
can establish no hierarchy of importance. Thus, the needs asserted by
MAJCOMs and functional specialists who carry out these indispens-
able missions cannot be easily dismissed, and as many as possible must
be funded at some level.

Deference to Experts and Traditional Activities

The Air Force employs experts it a vast array of military specialties.
It also relies on R&D experts of all kinds to identify and create tech
nologies that will maintain its future effectiveness. Air Force leaders,
cannot and do not claim to have greater expertise in all fields than the
specialists who work in them. Like most organizations that rely on

technical and operational experts, the Air Force gives its experts a,
much autonomy as possible. Although the At- Staff scrutinizes and
may overrule the recommendations of the specialists, it cannot forgo
their expertise.

The resource-allocation process reflects this deference to specialists.
Specialized personnel and technical organizations the MAJ('OMs and
some of their major subunits-control most of the information asout
needs, costs, and program performance that decisionnmakers !ieed.

'See Aaron Wildavs.kv, The Poltu-.s o h.- Budgctr or. 2d ed Lttle-. Br,o
and Co., 1974



The interests of the MAI('O~ls differ greatl v from th,,.e of the
1OM process managers. The POM managers cope with resource limits
hV moving funds among programs; the MAICOMs try to ensure that,
at a minimum, no funds move from their pr~grams- The MA,I('OMs
try to protect their programs by regulating the flow of information to
the POM process. They have a strong incentive to provide information
that suppo rt.s programs and to play (town detrimental information.

Reliance on Advocacy

The resource-allocation process is indeed open at every stage ti the
influence of the major operating commands. The system encourages
advocacy, and decisions are ultimately made through negotiation
among competing claimants. Left undisturbed, such a svstem allocates
resources along the lines defined b? the vector sim of comleting
orces. Decisions do not represent the calculations of a single decision-

maker; the" are derived from a process rather than designed to fit sorie
explicit rationale or strateg-,.

The effects of advocacy budgeting are clearest when the Air Force
has to adjust to cuts in its overall budget. In this case, cuts are shared
by a large number of programs rather than concentrated on a tew, a
disinclination to create winners and losers prevails. The openness of
the POM process has increased the willingness of units competing for
funds to abide fy the decisions reached in the I'OM. At the same
time, it reinforces the negotiation process, which is unlikely to result in
terminations.

Career Incentives and Personal Commitments

As is the case in most organizations, career incentives in the Air
Force lead individual officers to seek a narrower set of goals than the
service as a whole may seek. Tactical aviators. for example, seek to

prmote the operational effectiveness arid independence iof fighter air-
craft, with limited concern for the needs of the strategic or mobility
fiurces. Within the Air Staff. different units promote the interests of
research and development. perational readiness. personnel quality and
satisfaction, etc.

Transitory factors, such as the personalities uf individual MA;COM
and Air Staff leaders, can strongl% affect the process, as can personal
friendships and inspired politcal tact is. But t he blasic incent i' es peo-

ple have in their jobs (to tnot chang-.
Individuals are encouraged ti see the interests of the whole organi-

zation in light of the interests of their own unit: the, reluctantly accept



actions that threaten activities central to their group's mission. The
arduous process of initiating and sustaining programs in a resource-
constrained and competitive environment builds high levels of emo-
tional commitment among those who sponsor and support the activity.
When terminations are considered, such commitments can become
extremely important obstacles.

C( ntrol over assignments and promotions gives the MAICOMs addi-
tional leverage. An officer assigned to duty in the Pentagon is in a
sense on loan from a MAICOM, to which he or she expects to return
in two or three years. Such officers must serve the Air Staff well, but
they must at the same time avoid offending their MAJCOM leaders.
Since most program element monitors (PEMs) are assigned to pro-
grams of importance to their MAICOMs. their careers can rise or fall
with the fortunes of their program, Other participants in the Board
process are also beholden to their MAJCOMs..

The norms strongly favor honest and competent performance in Air
Staff. Nonetheless, Air Staff participants in the resource-allocation
process must he aware of and support their MAJCOM's interests.

Costs to Senior Managers

Terminations may impose heavy costs on senior Air Force managers.
As in other large organizations, managers in the Air Force must devote
considerable time and energy to building internal consensus in fav%,r of
a major change in policy.

For a Chief of Staff or Secretary of the Air Force who must convince
a four-star MA-ICOM commander of the need to terminate a key mis-
sion capability, the costs can be extremely high. The costs to senior
leaders of dealing with interests outside the Air Force may he even
higher. In fact, the risks involved in bargaining with outside interests
may well be the most important obstacle to termination faced by the
Air Force.

EXTERNAL OBSTACLES

While virtually all large organizations encounter the foregoing diffi-
culties in some form, the Air Force faces some additional-and proba-
bly more formidable-obstacles. As a component of the Department of
Defense, the Air Force may neither establish nor terminate large pro-
grams solely at its own discretion. Decisions on the funding and con-
duct of programs require the approval of the Office of the Secretary of
Defense and ultimately of the President and Congress.
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, Fhe ability of authoritative outsiders to block a termination decision
,onstitotes a tormidable )bstacle. The Air Force ,an propose or ini-
tate a termination, but it does not make the ultimate decision to ter-
inmate. The lack of final authority adds the following obstacles:

" The need to persuade authoritative outsiders (particularly the
Office of the Secretary of Detense. the White House, and
congressional cmmittees) that a termination is warranted

* The need to maintain public support t'r the Air Force's mission
and confidence in current management

" The need to coordinate termination actions with the other ser-
vices when their procurement and operational activities are
interdependent with those of the Air Force.

Authoritative Outsiders

Several layers of executive branch bureaucracy and legislative com-
mittee organization oversee the Air Force. Each superordinate unit-
the Office of the loint Chiefs of Staff, the Office of the Secretary of
I)efense. the Natiotal Security Council, and the Office of Management
and Budget in the executive branch, and the House and Senate Armed
Services and Appri priations cotnittees it the legislative branch--
inust appros e tttajor Air Force prgrati and funding decisions. The
need to isult each ot these untit, before it cant terminate a major
acisit\ ntii t- heats trains(titii costs t the Air Force.

(hir tnter~iesi recealed manyv intances of higher authorities-

uauall ()SI) attd ('migres protecting activities that the Air Force
"ited t,, terminate. The OSD reviews the Air Force's annual pro
gran. and bud get prpo,,al- and may direct that particular activities be

ti tated. emphasized. r saved from termination,
Like tht Air Force. OSD has informal groups that share an interest

iln , part iular kind it wealms systeni, support activity. or concept of
indttarN *ierat ,in. These groups may prttect their interests b% press-
'rIg hI Atir F',re t, ustatr, related programs. Air Force advocates of
an a, ma (' ollaborate with their OSD counterparts when it has
;tred ,,,-rl n the Air Forie's hudget deliberations.

S),iain,,aIl. the Air Force leadership gares the DOD budget nego-
slumATsn h% pr,,posing t, terminate activities that have strong defenders

in ()',I) It St) (ares enough about the threatened activities, it will
en-,ire their iurvival by increasing the Air Force budget.

It the Air Fine pripises ti terminate an activity that OSD favors
,r i indifferent 1,,. (IS) is likel\ to exact some price from the Air

lr, v in reiur rt for it, apprical That price which may te high or low



and t he Air F )ri t--, retut-~ thui, ihttile ( tII- ta ~r
lt- Air F jru-- lutist ;ii-. lirin iii ITi h) intal-t mhr .Tir,--

\keap -tti anld hisa- Mean niutue mi iii- oh fr .ititl it I

mut :I .,ngrts~man wil wn.i -.t us, IiII "IIek NVill nT-1i-. I It-TiTIMiX Wi-

t hat attect, is (list riulI. Fven it it Ti-rimiIi inl I, Iiiti'-iiihi-. upl

atti-cted mntihler of (iun '( - i oi !.0t- 1, , utilutii.titit in u-wru-avill

other uit i itiv of! hi-. (list riut. Th( i- (, -it I h ,i onijeiutiit ItiL:I it i-

art, nirt her luhtacle- I.' t, riil ion.

Public Support and Confidence

This iilad-e is ninuk of the st uff of uletnucruut ipu umrnmntI ',

need tii appear comnpetent at all t imes. in thi- tait-iof artilt ull report

ers and ;ilutiiians hungry for evidenie it ofiiaitl iusiutiiti
An% government agenc\- riskus rem-initio ull it it t erminautes in ali Iwi

that it once claimed it needed.
The advrsa rial nat ure it deti- se dlec islioiakirtet Iea e, little nioom

for trial antd error. The compijetitiotn hr futni, tIrce ad'.iuitti tl matke-
st rin,- and poisitive claims alhiut the valuec it all proginis. WithI the
i-xmept itt it relat ivelv ~imall mntiit sit i nc-v set aside fiir laitui

R&DL, nmost activties must lie jire-ented i" cirtaiti winnelrs, iridispeits
able ti natiiinal security.

Thus, termintat ionts .alu appear ti the publlic ats omttethin,, tiolre ci-

ius than simiplY the ahandintoenrt (it ;a spieciflative itiestliett in in

ohsiolete activity. Itnle ss service leaili-rs tin iletiinsi rate oi erwise.
terminat ions will lie eelt a.s -vidtice of ino niiltarv itimiettd
mantagemnt. o r squandltieritng it jiuulul i td,.

Fm tiiitlislts t leach1 hatl ihtisiotunuakers shidid Ignoire sunk lusts, hilt
pulle ofiial, are seldurn treet ti d' sti. Ptublic oitficial., ti! t'iutds lIv
creating cuultiuielte in their ,rizatitat ins ext-er! we indh\ miutkng
prolmises abiolt the pertorlmnce it th hi-est, ti ile Fun hased Expen
dutures iir activities thait pr,,%(- urnni-cessar% ir til to pierfirm asi 1junitl

ised are piolit ical I uiltei--

Toi aiiid tuuls rse je it cal repjwrcuisiiins. sers u-i leiir- tutu-. (ar-

fll)% tn-par- mil pr--ett the i-i, in termiinttio B Feitts- IlIt,-% ;ii

nut simpis abiandoti their -rugittil rtt~inale lir the allis it\. t(i
can he hardi tu nhaki-: The act ivilv rntist he shown t1 ha'.- e e-n itp!

dert r uvestnw-nt itt tie piust . hliittnecessary tnw t hanks to ih ~
iunpredIClahlP Chlan~ges Ill th hrieat on techtuliuix

,Sucih la astre nti i npuis-ille to tmake. tand sornte Air Forun eadersi

have bueen re-usiinttlu aidept at rnakingz t hem. B-ut thi- cases Itiv- to hii-

carefulv u-ins ruicted and de\eliupeid is-er tinme itt cuingresiuitttl



testimony and other public statements. The presentation must he car-
ried by a few top officials, say, the Chief and Vice Chief of Staff, the
Secretary of the Air Force, the Deputy Chiefs of Staff for R&D and
Operations, and a few four-star heads of major operating commands.
The orchestration of their efforts and the use of their time cost dearly.
The Air Force must count such costs in deciding whether a termination
effort is worthwhile.

Coordination With Other Services

The reliance of the other armed services on Air Force equipment or
assistance further deters termination. The Air Force procures some
equipment in common with each of the other services, for example,
communications gear with the Army and Navy and missiles and other
munitions with the Navy. If the Air Force were to stop buying a
jointly procured weapons system, the unit costs to the other service
might increase drastically. The other services also rely on the Air
Force for key functions: moving troops and equipment for the Army,
communication and reconnaissance for the Army and Marines, close
air support for Army troops, and cruise missile attacks against Soviet
shipping for the Navy.

These service interdependencies have grown over the years, as
defense planners have recognized the need for combined arms strate-
gies and defense reformers have tried to save money by mandating
joint development and testing of military hardware. The other services
therefore have major stakes in many Air Force activities, and the Air
Force has difficulty terminating what another service still needs. Thus,
to terminate an activity, the Air Force must first determine whether
another service has a stake in it.

The Air Force can, of course, try to get another service to do
without a particular activity or assume responsibility for it. But other
services are as unwilling as the Air Force to do without a capability
that they might need in wartime; moreover, no other service can afford
to pick up a responsibility abandoned by the Air Force unless its
budget is increased commensurately. This second factor cripples many
termination efforts.

The main motivation for termination is to eliminate an activity so
that the Air Force can invest in a more pressing effort. The Air Force
would benefit little if it were to abandon an activity or mission without
freeing up new resources, but no other service is likely to assuime a new
responsibility unless it is assured of a compensating budget increase.

A termination negotiation might prove beneficial if the other service
could conduct the activity more cheaply than the Air Force, or if an
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outside authority (e.g.. OSD) promised to increase the other service's
budget without decreasing the Air Force's. But the difficulty of nego-

tiating an arrangement with the other services and O)D severely
hinders termination.



IV. C'ONCLUJSIONS

W'e have pait it disci ouraging it sire ot the risks and costsa to the
Air Force or rt\ other tirganictiiti io f t terminating artl activitv. Buht

the difficult% of termination does not cins titote a definitive argument
against it.

lTre jntperat ice that led to the sli td\ in the first p~lace remains: The
i ncreasing imbalance bet ween conmmitmtients and resources may force
he Air Finre to terminate some activities. Moreover, vital new needs
or irresistible new% oppo rtuiinit ies rua\ enc orage the Air Force to
rethink its pritrities and tertnirate oild actit iis to tiake waY for new

tie. Finally* , the Air Force mna conclude that initiatitng its own ter-
iitiatins niiv lie the utile waM tii keel) cotitroil over biasic decisiions
about it., rnissiois anid chairacter.

W'e piresetnt belowN sortie [)rioad icotcluisiiins that shtiould guide the Air
Force leadershill whe ii it decides that imajoir term inat io ns are necessary.
The ciinilursiotis are titeatit tii help) Air Force leaders approiach terniina-
lion with at gooid unrde rst andinrg (i ithat thle proucess etit ailIs and what
might defeat it. Wie di not recimmiendt speciftic schedules, tactics, ior

incent ices because any,\ such p~rescripit ions wiul iih1le nmisleadinrg. Eve rv%
thing abiout the terminat ion p~rocess tiinrg, rneguotiatiiins. staffl work.
and imitpletmenitat ion -depends on lie speciftic situaot ion. Top rarnagers
most create ard sustain their itwit priucesses. rat her thbait apihlY start-
dard procedures.

1. Major termnintiontis should result ftririr decisioins abiout what
lie Air Force miost needs to doii. nioi frian decisioirs on what

shldto lie colt out.

It liudgetar.\ or it her irtiperatives compihel the Air Force to cionsider
terrntioin, inore is required thIan at sitiple liuit fir poor pterformiers.
Whet her tin act i itY deserves to bile cionit inue tiior t ermrinat ed dfepiends on
its, ciirtribionir to Air Force strategies aiid tiissiiois. not otil its perfuir-
mance relativ to itinit ial expect ationirs, the ads ice iot ilit ar.N specialists.
andI tradition.

2. Termtinatiott ins olves at delicate arid conmplicted intrerrial
poilit ical process: it takes tinie tii work oUt.

The trip leadership should biegins the lirtiess ni' strategy building arid
priuoritv setting ats stoin as it sees that totore Air Force resources will
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not cover commitments. The process requires strong and at tetive
leadership front the Chief of Staff and the Secretary They i most lead
the search for a new strategv. build consensus among the senior
MAJCOM and Air Staff leadership, and eliminate recalcitrant opp-i
tion. Only a powerful Chief is likely to stu'ceed. He .hould begin ter-
minations early in his term as Chief.

3. The POM and other routine Air Force management processes
can implement terminations, hut they cannut initiate ttent

Without the decisive intervention of top Air Force managemtent, the
POM and other routine processes will adjust to resource constraints
through across-the-hoard cuts that will deplete all programs. The
POM and similar processes are excellent for staff work, hut staff work
cannot produce major changes in st rateg . or priorities.

4. When circumstances demand ternmtitio. the external obsta-

cles may prove less formidable.

Congress, the White House, and OS) are likely ti le fully aware of
any major discrepancies between the Air Fiirce's conitents and its
resources. They ntay call for terminations or t ry ti impose theni oi
the Air Force. If so, they will no ,iger cinstitute obustacles to termi-
nation. But the.v will threatei, the Air Force's ahility to use terni!na
tion as a calculated part if its ow,. strategy.

5. To retain control of the termination process, the Air Force
must present terminations as ain integral part of tie elfort to
obtain new capabilities or implettent new strategies, not a
goods in thettselves.

Terminations will lead to criticistt fron (ongress and tie public
unless they are presented as meanis to higher ends, e.g., the implemen-
tation of new strategies or the maintenance of existing capabilities with
a newly configured, leaner force.
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